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More Science in Merchandising 


Watrter Hovine 


This article reproduces an address given before the Boston Con- 


ference on Retail Distribution. 


he author's clear conception 


of the problem of buying and the problem of selecting store buyers 
warrants that the article be permanently available to students of 
retailing, an availability that newspaper reports do not provide. 


— may be defined as the knowl- 
edge gained and verified by exact 
observation and correct thinking. In 
view of this definition, let us see how 
far the scientific approach has been 
utilized in the various functions of 
operating and merchandising a store. 


During the last ten years the out- 
standing developments which may be 
classed as scientific or pseudo-scientific 
have been: 

1—Proper statistical methods and 
tabulations 

2—Breakdown of 
figures 

3—Organization of management, 
receiving, delivery, etc., functions 

4—Turnover notion 

5—Merchandise control 

6—Better approach to employment 
and training methods 

7—Expense control 


department 


If we examine this list of accom- 
plishments we discover that all the 
scientific improvements during the last 
decade bear on the operating and con- 
trolling divisions of merchandising. If 
we grant that a store exists primarily 
because it has goods to sell, it is fair to 
ask what improvements have been made 
in the functions that are intimately 
connected with the merchandise itself. 


There have been attempts, some rather 
successful, to improve the buying 
function, but these attempts have been 
relatively unimportant. No really con- 
structive steps, such as the ones out- 
lined above, can be attributed to this 
part of the problem. It may be gener- 
ously granted that this is one of the 
more difficult phases of merchandising, 
and that Dame Fashion is a fickle mis- 
tress at best, but it is high time that 
we stopped hiding behind her skirts and 
did some constructive thinking on the 
subject. 


In any case, the fact remains that we 
haven't developed a scientific approach 
in the selecting of merchandise. There 
are no standards which tell us when we 
are right, and today this important 
function is allowed to be largely guess- 
work. It was felt that something was 
wrong when the stylist was injected 
into the organization, but although she 
has contributed to some extent, the 
solution is still far away. 


More Science in Selecting 
The selecting of merchandise in a 
more scientific way will be the out- 
standing development within the next 
ten years. There is no question that the 
operating functions will still receive 
attention, and that great improvements 
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can no doubt be made therein, but the 
selection of merchandise has received 
so little thought and has been so sadly 
neglected that it is impossible to con- 
ceive of distribution’s making much 
headway before this function has been 
approached more scientifically. 

The figures compiled by the Harvard 
Bureau show less profit in the retail 
business each year. Any good merchant 
who has inspected stores that are not 
doing well has discovered that assort- 
ments of unattractive mérchandise are 
evident at every counter. On the other 
hand, stores that are growing and 
,prospering are always the ones in 
which emphasis has been laid on proper 
selection. 

Let us regard the steps that are 
necessary to select merchandise, point 
out where more study is needed, and 
show how a scientific approach will be 
beneficial. 

Study of Pricing 

Pricing of goods has received very 
little study, and is, in the main, still 
being done in very much the same way 
as it was done by the ancient Phoeni- 
cians. Only two developments have 
come to pass since ancient times: the 
one-price idea, and the “‘selling-close- 
and-turning-out-fast’’ idea. These two 
ideas, of course, have been revolution- 
ary, and are vastly important, but in a 
study of pricing, we need to know more 
than that. 

We need to know at what price we 
should sell our goods to get the maxi- 
mum volume and maximum profit, and 
what our price should be, and how 
many prices we should have most 
efficiently to serve the community. 

These are difficult questions to an- 
swer. There is no doubt that their very 


difficulty promotes a side-stepping at- 
titude, but they are tremendously im- 
portant, and are now mainly being done 
by good or bad guesswork. 

Let us examine the first one—What 
prices will yield the greatest volume 
and profit? I have in mind some un- 
painted kitchen chairs that were being 
sold at $1.59 each. They were adver- 
tised several times with resulting sales 
of 40 or 50 chairs per day. Then they 
were reduced to $1.49 and the sales as a 
result increased to 400 or 500 per day. 
Obviously, the $1.50 mark for these 
chairs was the boundary line between 
large demand and insignificant de- 
mand. Similar examples are numerous 
and the research that has been made to 
date proves rather conclusively that 
there are certain points on the price 
scale of every commodity at which a 
maximum oi volume will result. Proper 
study of this phase of pricing will be 
enormously beneficial, both to volume 
and profit. We have been accustomed 
to prices like $1.98, $2.95, and other 
such so-called psychological prices, but 
it is questionable whether exact obser- 
vation in order to determine these 
prices has even been attempted. The 
only experiment that I can recall is one 
in which the same thing was sold in 
two different parts of the store at 98 
cents and $1.09 on the same day. The 
same quantity was sold at both prices. 
This may indicate that we have been 
making fetishes out of certain prices. 

The second question—What should 
our prices be, and how many should we 
have to serve most efficiently the com- 
munity? The principle of tugnover 
allows a minimum of items in order to 
get a maximum of turnover, therefore 
the fewer the prices of any given type 











at 
ne 
n- 
ng 


r- 








MORE SCIENCE IN MERCHANDISING 5 


of article, the greater the possibilities 
for increasing turnover. Selling hose, 
shoes, and dresses at one price would be 
the ideal arrangement from the store's 
standpoint. It would simplify buying 
problems, cut expenses, and increase 
profits. There is no question that such 
a 5- and 10-cent idea would be welcomed 
by department stores if it were feasible. 
A store's functions, however, cannot be 
organized to suit its convenience, but 
must be a compromise between its own 
internal problems and its consumer re- 
lationships. Consequently, a store with 
one price, with some exceptions, does 
not serve the economic needs of a com- 
munity. There are always different 
classes of people in a community, and 
they are interested in paying different 
prices for the different types and 
qualities of merchandise that they con- 
sume. The problem, therefore, is: 
What price or prices will each class in 
the community be interested in paying 
for its merchandise? The fewer these 
prices are the better from the operation 
standpoint of the store. Too many 
prices decrease turnover and are harm- 
ful from the customer’s point of view 
as well. Customers find it difficult to 
buy if there is a great profusion and 
multiplicity of prices. 

The solution lies in discovering the 
number of prices at which operating 
eficiency is at a maximum, and at 
which the needs of the community are 
properly taken care of. It is the mer- 
chant’s job to find that point. That 
the existence of this problem is realized 
we have as evidence efforts of pro- 
gressive merchants to price-line their 
assortments. By price lining, of course, 
is meant that certain prices are selected 
and all the merchandise of a given type 


is bought to fit into those prices. Price 
lining is a familiar method in retailing 
today, but even the prices that are used 
in price lining are largely guesswork, 
and no intelligent research has been 
made in this important phase of mer- 
chandising. Here is an opportunity for 
some scientific experimenting to point 
the way to a solution of this problem. 


Selecting the Merchandise 

The most important problem for the 
merchant is what goods to buy. He 
must not have too many different items 
in his stocks, for that impedes turnover. 
On the other hand, an under-assortment 
or a too scanty selection, means loss of 
business. The number of items in his 
assortment must, therefore, be deter- 
mined carefully. Instead of haphazardly 
including items without plan or reason 
he must decide how many items he 
should have in order to meet his con- 
sumer demand, and give him maximum 
turnover. Chain stores are solving this 
problem by only carrying the fastest 
sellers, and thus getting the maximum 
yield, but department stores are obliged 
to meet other community needs besides 
the barest necessities. 

How many patterns? What colors as 
well as what shades of those colors? 
These questions are difficult to answer. 
As is often the case, many patterns are 
included in a line because the whole- 
saler said ‘‘So and So’’ had included 
them in his line. I have known of some 
poor patterns that Macy’s bought, and 
you may be sure that we have bought 
some bad ones, that have been widely 
sold to other stores because buyers have 
seen them in Macy’s. But these same 
patterns died a quick death, because the 
public is no respecter of professional 
reputations. 
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A piece of merchandise must not be 
included in a department because it is 
the whim or personal preference of the 
buyer. A piece of merchandise must be 
regarded as performing a job for the 
store very much like the job of any 
employee, The employee's job may be 
that of a section manager whose treat- 
ment of customers creates a favorable 
or unfavorable impression of the store. 
No matter how discourteous an em- 
ployee may be he can never create the 
ill-will that a bad piece of merchandise 
in any given stock can create. This bad 
piece of merchandise cries its ill-will to 
every customer and if it is finally sold it 
continues crying in the customer's 
home for a year or more. Thus we see 
how tremendously important right 
selection is. The marvel to me is that 
the efforts to accomplish it have been 
so few and so puny. Most efforts have 
been made to bring down costs and ex- 
penses in store operation, but surely 
one of the surest ways to lessen the cost 
of distribution is to improve selection. 
We rail against high markdowns, but 
forget that the chief reason is bad 
selection. Department managers are 
harangued on poor mark-ups, high 
markdowns, high selling costs, etc., 
but I have heard very few lectures on 
how to improve assortments. 


Choosing the Buyer 


One of the chief reasons why we are 
not getting anywhere is because we are 
not selecting our selectors properly: 
What I mean is that we are making 
buyers out of people who would be in- 
finitely better as managers, engineers, 
bond salesmen, brokers, or what have 
you, and who haven't the slightest abil- 
ity to judge merchandise. This point is 


very important. Some people have a 
feeling for merchandise, and others have 
a bent for figures, for organizing people, 
or for building bridges, and it would be 
just as silly to ask Paul Poiret to build 
a tunnel as it would have been to ask 
Mr. Holland to design a dress. No 
doubt some people are versatile and can 
do many things well, but most people 
have distinct leanings and abilities. 
The first step, therefore, is to set certain 
standards of what is required in a buyer 
and hire against that standard. Such 
standards for hiring people have been 
set up for sales clerks, clerical help, sec- 
tion managers, etc., and when they are 
employed the interviewer questions 
them and judges them according to a 
specification sheet. Buyers, on the 
other hand, are generally hired on the 
hunch of the merchandise manager, and 
quite often, sad to state, the mer- 
chandise manager has no real reasons 
for his hunches. I have had many 
applicants who in outlining their quali- 
fications for a buyer’s job, have stressed 
the fact that they have been in the busi- 
ness for years and know it from the 
ground up. They can quote you when 
John Jones became the buyer of so-and- 
so in New Orleans, or when George 
Smith took over so-and-so's factory, 
but whenever I have asked them if they 
know what kind of merchandise the 
people in this community want, and on 
what specific observations they based 
their judgment, they have invariably 
confessed ignorance. 

Another usual method of hiring a 
buyer is to steal him from some other 
store, but this, in the majority of cases, 
is the poorest way. Sometimes buyers 
are hired by asking manufacturers if 
they can recommend any one. Such a 
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recommendation is very dangerous, be- 
cause of the widely varying points of 
view of the manufacturer and retailer. 
The manufacturer is interested in how 
much of his product he can get the 
public to absorb, but the retailer 
should be interested in obtaining what 
the public wants. It follows that a 
manufacturer will recommend a buyer 
who buys from him and this does not 
necessarily mean that he is a good 
buyer. It quite often means the reverse. 
This has led to the evil of some buyers 
buying a little from many manufac- 
turers in order to keep their friend- 
ship. This unnecessarily clutters up 
stock and slows up the turnover. 


The Matter of Good Taste 


Selectors of merchandise should be 
conversant with the basic principles of 
design and good taste, because as judges 
of merchandise they must be familiar 
with the rules of the game. Would you 
ask any one to judge a horse show who 
didn’t know the points of a horse? 
Why, therefore, should we ask any one 
to select cretonnes, dresses, or anything 
else that embodies design or pattern 
unless he knows the rules which 
governed the designing of those articles. 
The buyer who doesn’t know his prin- 
ciples of design is in the same position 
as the amateur at the race track placing 
his bets without rhyme or reason. How 
much longer will we select our mer- 
chandise by the race-track method? 


The objection will no doubt be raised 
that we are buying merchandise not for 
its pattern but for its selling ability. 
In nine cases out of ten, however, a 
well-designed pattern will eventually 
sell better than a poor one, and will 
build up an enormous amount of good 


will for the store. I have seen many ex- 
periments to prove this. The basic 
theory is that eventually the purchaser 
of a poorly designed article will find 
it out. The customer may not originally 
have known that a design was good or 
bad, but somebody in whose taste she 
has confidence will inform her sooner or 
later, and her loyalty to the store will 
be badly shaken. This is especially 
dangerous if she has no taste ofFher own, 
because she will be afraid to trust the 
store again. 

It is just as important for a store to 
guard its customers against bad taste 
as it used to be to guard them against 
bad quality. The stores that have dis- 
covered this principle have been well 
and profitably repaid. 

And then good taste! Every one 
thinks he has good taste, and feels 
terribly insulted if it is even hinted that 
he hasn't. I have asked hundreds of 
young college graduates if they thought 
they had good taste, and I have yet to 
find any one who is willing to admit 
that he hasn't. I think the difficulty 
arises out of the fact that good taste is 
confused with good breeding. Good 
breeding is a matter of bringing up and 
good taste in merchandise, which after 
all is what we are interested in, de- 
pends upon design and art. A certain 
amount of good taste of the strictly 
amateur variety goes with good breed- 
ing, but amateur taste does not go very 
well with business. It is absolutely 
necessary to know and not to guess. 
Manufacturers in a great many cases de- 
pend on the buyer for ideas and guid- 
ance. How can a buyer advise the 
manufacturer to change his designs and 
harmonize his colors if he is merely 
guessing? 
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Such guessing has cost untold dollars 
both for the manufacturer and the 
retailer. The truth is that the taste of 
most of the men coming out of college is 
either very bad or doesn't exist, and the 
alarming thing is that we put them into 
jobs, where good taste is essential, with- 
out the slightest trepidation. 

What are the colleges and business 
schools doing to solve this problem? 
They are turning out hundreds of 
people who are anxious to go into both 
the retailing and the manufacturing 
business each year. In each of these 
businesses a knowledge of good taste 
is essential. It is high time that the 
institutions of learning realized the 
fact that their graduates must be 
equipped with such knowledge both to 
succeed in business as well as for cul- 
tural reasons. The amusing thing about 
the whole matter is that it is not at all 
difficult to acquire good taste under the 
proper guidance. If the colleges do not 
accept this obligation, the stores them- 
selves will have to give the necessary 
instruction. A visit to the Art and 
Design courses at the Metropolitan 
Museum of Art in New York City will 
convince any one that the New York 
stores are realizing that their employees 
must be trained along these lines. 


Market Analysis 

After the proper person has been 
selected, decisions must be made as 
to what assortments the department 
should carry. Studies and observations 
of what the public wants are necessary. 
Making style counts is one of the ways 
to determine this. By counting period- 
ically the number of people wearing a 
certain dress or a certain color, it can 
be determined what the existing fashion 


is. Fashion is being carefully studied 
at the present time, but it is only re- 
cently that we have approached fashion 
scientifically. We know that fashion 
descends from the upper class to the 
lowest class. But a great deal of re- 
search is still necessary in order to take 
chance out of fashion prognostication. 
Periodic observations and _ statistical 
records of fashion trends will ultimately 
indicate how merchandise should be 
selected in order to take advantage of 
existing fashions. 

In order to determine the fashion in 
men’s bathing suits periodic counts 
were made at Bailey’s Beach, South- 
ampton, Long Beach, and Coney Island. 
These figures were carefully tabulated 
and compared, thus making it possible 
to forecast what the fashion in bathing 
suits for the next season will be. 

Observations of this kind are seldom 
made before selections are decided upon. 
Hunches and guesses on the part of the 
buyer are the general rule. Whenever 
actual observations are compared to 
personal forecast, human inaccuracy 
and bias suffer alarmingly. 

Department stores have always in- 
dulged in the practice of exchanging 
figures and methods, and this, to some 
extent, explains the fact that the 
scientific developments concentrate in 
those fields. Stores have always been 
suspicious of giving any information 
regarding merchandise or sources of 
supply, and there has never been much 
information exchanged along these 
lines. There is no doubt that the fear 
that some information may get into the 
hands of competitors has been the de- 
termining cause. The consolidations 
and mergers of department stores that 
are now going on will doubtless go far 
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towards exchanging such information. 
This should tend to clear up some of 
the problems that have been outlined 
above, and should place the stores in a 
stronger position to organize research 
departments that could experiment and 
investigate better methods of mer- 
chandising and a more scientific ap- 
proach to the problem of selection. 

The wastes that are due to the manu- 
facturing of the wrong type of mer- 
chandise or the wrong design would 
make the losses of this country due to 
forest fires seem insignificant in com- 
parison. Happily for some manufac- 
turers and retailers they are practically 
impossible to tabulate. But to the 


thinking merchant they are serious and 
he suspects strongly that the mounting 
expenses and the declining profits of the 
department stores are due in no small 
measure to selecting the wrong mer- 
chandise. 

In this era of efficiency of operation 
and economy of large-scale production, 
we have forgotten, to some extent, 
what we are making because we have 
been immersed in the thought of how 
to make it. We are not wrong in- 
herently, and it is largely a question of 
emphasis. It is the job of every mer- 
chant to swing the pendulum of em- 
phasis in the direction of what to make, 
and consequently, what to buy. 


Buying and Merchandising Drvision 





Analyses and Reports Secured from Unit- 
Control Records 


The effective use of unit-control data rather than the collection 
of more facts is one of today's chief merchandising problems. 
The methods one store is using to get results are described below. 


I most of the published material on 
unit merchandising, the emphasis 
has been placed on control systems 
rather than on the actual use of the facts 
the systems reveal. Too many execu- 
tives point with pride to their rows of 
card files, their model stocks on paper, 
and their minute classification of unit 
data. 

Stores starting out with unit control 
have found the collection of data com- 
paratively easy. But too many stores 
stop there, even though the actual 


function of controlling stocks in terms 
of units has not been touched. The way 
more progressive department stores are 
now using their unit-control informa- 
tion shows that interest is being 
centered not on the number of depart- 
ments under control, nor on the number 
and variety of reports that are issued, 
but rather on the value of these controls 
in aiding the department to keep com- 
plete assortments at the right time and 
price and still not be overstocked. 
Observation of successful merchandise- 
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control systems shows conclusively 
that the actual benefits that come of their 
use overshadow the cost of the systems. 
The problem of kinds of systems with 
respect to visibility and flexibility is 
incidental so long as the information is 
available, up to date and usable, and so 
long as the cost of the system is econom- 
ical. Reports that are being issued by 
some ‘‘merchandise-minded’’ unit-con- 
trol offices are from the buyers’ or 
merchandise managers’ point of view. 
The reports are not stated in terms 
of per cent of increases or decreases but 
in terms of merchandise. Buyers and 
merchandise managers think in terms of 
classes and items of goods whether it be 
men's suits or topcoats, plain or colored 
sheets, pots or pans. Accordingly, this 
breakdown of merchandise into classi- 
fications has become important. It is 
not enough to keep inventory records 
by classification; sales and profits are 
the important issues. Stocks are only 
important in so far as they are studied 
in relation to these factors. 


Price-Line Control 


Following the development of classi- 
fications is the development of price lines 
within each classification. Four con- 
siderations enter into the determination 
of price lines: (1) what customers de- 
mand or expect from the store; (2) the 
particular policies of the store as to 
price figures (even dollars, or odd 
amounts as $1.95 or $1.94); (3) the 
types of merchandise, such as staple, 
prestige, or promotional merchandise; 
(4) what competitors are doing. No 
matter how price lines are set—by 
arbitrarily stating them or by shopping 
competitors—initial price lines are but 
a guess. Price lines are set up with the 


aim of reducing stocks and increasing 
sales, and they must accomplish this 
twofold purpose to be of value. Hence, 
reports should be provided that show 
daily, weekly, or monthly (depending 
upon the needs of the particular depart- 
ment) stocks and sales at each price line 
for the period and cumulative for the 
season to date. These records soon pro- 
vide a guide that determines the right 
price lines. Properly used, these re- 
ports eliminate nonselling prices, thus 
reducing stocks and concentrating the 
investment in best selling prices. 

In the ready-to-wear departments, as 
well as in many others, “‘best-seller’’ 
reports are furnished daily or weekly. 
These may be in terms of individual 
styles, or of volume-selling price lines 
in each classification. Conversely, mer- 
chandise that has not moved within a 
stated period—depending again on the 
department—is brought to the atten- 
tion of the merchandise executives for 
action by means of ‘‘slow-selling’’ re- 
ports. 

Special promotional purchases, such 
as imported merchandise and job lots, 
are followed up through a special 
analysis that shows quantity on hand 
and current price of the remainder at 
given periods. This information is 
secured either through unit-control 
cards or through a periodic inventory. 


“High-Light”’ Reports 

From all of these regular reports a 
““high-light’’ report should be prepared 
by the unit-control office, in writing or 
in the form of a personal interview with 
the merchandise manager. Styles that 
are selling fast may be picked out by the 
unit-control clerical and a report of the 
quantity purchased, date purchased, 
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number sold, and number on hand fur- 
nished. Slow-moving styles or prices 
are brought to the attention of the 
assistant merchandise manager or 
buyer, and if no action is taken within 
a reasonable time, pressure should be 
brought by the general merchandise 
manager. Since the merchandise man- 
ager and buyer speak in terms of partic- 
ular items or classes of merchandise, 
the supplement of the price line and 
other regular reports speaks in the same 
terms. Rather than confronting the 
buyer with the knowledge that his 
stock is slow selling or his turnover 4 
per cent off last year, he is shown 
definite merchandise that has or has not 
made money for him during the past 
period, and with this knowledge he 
knows what merchandise should be pro- 
moted or what merchandise marked 
down to avoid greater losses later. It 
should be emphasized here, however, 
that although no control system can 
take the place of a buyer, it can furnish 
information that will be of great assis- 
tance. It is only through the buyer that 
the merchandise-control system can pay 
for itself. 
Model Stocks 

Successful departments are built on 
reorder items. Final development of 
unit control leads to the establishment 
of model stocks that will help the buyer 
to have wanted items in stock all the 
time, and to keep correctly balanced 
stocks so that maximum sales may be 
obtained. Setting of model stocks, 
either by items in the case of staple mer- 
chandise or by price lines in the case of 
style goods, is at first merely a guess. 
Though unit-control reports act as a 
guide, success of the model stock is 
entirely dependent upon the buyer. 


Each item or each amount should be 
closely followed, checked, and adjusted 
to keep it in balance with sales. New 
items should be added and old ones dis- 
continued. 

Unit-control records furnish informa- 
tion for special studies of weak depart- 
ments. The best results are obtained 
when requests for such studies come from 
the merchandise manager or buyers. The 
type and scope of the report will vary 
with conditions in the particular de- 
partment. It may consist of only an 
analysis of merchandise by age or 
classification, or it may be an analysis 
of styles carried, quality of merchandise, 
publicity, display, and service. As a re- 
sult of one study, the mark-up on mer- 
chandise within two classifications of a 
department in one store was raised 12 
per cent. Size scales of Comfort shoes 
were altered after an investigation of 
stock and sales in relation to other 
shoes in the department. 


Analysis by Venders 


A new type of analysis and one that 
is gaining in popularity is an analysis of 
purchases by manufacturer to deter- 
mine profitable resources. Two types 
of study are conducted: 

(1) An analysis of sales and gross 
margin in relation to purchases and 
stock. Purchases are secured from the 
invoices together with the original re- 
tail and initial mark-up percentages. 
Sales are taken from the unit-control 
records—the sales at original prices and 
at each markdown price. Stock at the 
end of the period may be taken from the 
unit-control records if a perpetual inven- 
tory system is used, or by a physical inven- 
tory at the end of the period. The initial 
mark-up by resource may then be com- 
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pared with the gross margin that actu- 
ally resulted from handling this manufac- 
turer's goods. This analysis determines 
which manufacturers are profitable. 

(2) As analysis of sales during the 
given period. In some departments this 
type is as satisfactory as the first type 
of study, and costs a great deal less. 

Interesting facts have been brought 
out by these studies. One study showed 
that the goods of the manufacturer re- 
sponsible for over 50 per cent of the 
volume of that department were giving 
a gross margin of around 24 per cent 
only. Another study showed that out 
of 119 manufacturers 11 were respon- 
sible for about 33 per cent of the busi- 
ness, while in another department two 
venders were responsible for 75 per cent 
of the business. On the merchandise of 
these two venders, the gross margin of 
one was 29.6 and of the other 39.4 per 
cent. The manufacturers’ analysis has 
conclusively proved that the manufac- 
turer from whom the largest amount of 
merchandise is purchased is not always 
the most profitable. Concentration of 
purchases from profitable venders leads 
to better prices and in many instances 
to rebates and discounts. 

No mention has been made here of the 
usual controller's figures that are fur- 
nished to the buyer and merchandise 
manager. Both dollar and unit-control 
figures are of value in any department. 
Their worth is increased when the two 
are tied together to get true and com- 
plete merchandising facts from past per- 
formance. 





CONFERENCE ON RETAIL 
DISTRIBUTION 


Early in September the Retail Trade 
Board of the Boston Chamber of Com- 


merce in coéperation with the Harvard 
Graduate School of Business Adminis- 
tration, Boston University College of 
Administration, and the Massachusetts 
Institute of Technology invited promi- 
nent leaders in the field to discuss the 
major problems of retail distribution. 

The relationship between the chain 
and the independent store received the 
most attention. As the following quo- 
tations indicate, the general feeling 
was that the well-managed independent 
has nothing to fear from the major 
movement of today: 


Joseph A. Appg., executive head, John 
Wanamaker, New York: 


It is significant that the Bureau of Business 
Research, Harvard University, has just reported 
in its June, 1929, bulletin that for 1928 the ratio 
of operating cost of chain stores had risen and that 
of the independent store had fallen. Whether this 
trend will continue or whatever the cause, it is 
to be noted that the independent merchant, with 
ambition of ownership, works longer, probably 
harder and certainly more constructively than the 
individual chain-store manager. He manages to 
fic in the menial and clerical work along with his 
selling. He plows back most of his profits into 
the store to improve it. He is always on the job. 
His operations are more flexible and his decisions 
can be more quickly and opportunely made. It 
is his store, his baby, his pride. He may operate 
expensively in some ways, but he saves in others. 
And he has not the central overhead of the chain- 
store system to add to his operating expenses. 


Earzt C. Sams, President, J.C. Penney 
Company, New York: 


The threadbare argument that the chain store 
enjoys a superior purchasing power has been sadly 
overworked. The independent merchant has 
plenty of opportunity to counterbalance this 
point through the kind of individual service 
he is privileged to render each customer. And I 
believe that no one recognizes this fact better 
than we who are “‘in the know”’ of chain-store 
merchandising. 
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Freperick W. ALpreb, Secretary-Treas- 
urer, Gladding's, Inc., Providence, R. I. 


I want to emphasize that fundamentally the 
real conflict is not between chain and independent 
stores but between efficiency and inefficiency in 
retailing. It just so happens that chain stores 
have got the jump on most independent stores in 
some way. 


Goprrey M. Lesuar, Editor, Chain 
Store Age, New York: 


The greatest buying advantage the chains enjoy 
comes from the fact that the operation of a num- 
ber of stores makes for more intelligent buying, 
just as it tends to more intelligent management 
throughout the entire gamut of chain-store opera- 
tion. What the small merchant lacks is not so 
much the ability to buy in larger quantities but 
the ability to buy with greater discrimination. 


Partie L. Boutitirer, President, Best 
and Company, New York: 


It is my opinion that any one examining 
fundamental trends of our present-day social or- 
ganism must conclude that everything which has 
recently happened gives the up-to-date inde- 
pendent store a considerable advantage over its 
increasingly more cumbersome and hence more 
slowly operated merged rivals. 


O. H. Cnensy, Vice President, Irving 

Trust Company, New York: 

More than one of the big chains is wrestling 
with the problem of decentralization and working 
out plans whereby the local managers and local 
organizations are given more power and more 
control. Why? Because they are nearer the con- 
sumer and because the farsighted builders of 
chain systems have come to realize that there are 
very gtave limitations to centralization. 


Some other questions stressed at the 
conference were: 


(1) The problem of overcoming a 
downward sale trend by a 
gradual flattening out of the 
curve trend rather than by at 


once seeking greater volume 
under new management. 

(2) The need for classroom train- 
ing of young store executives 
in merchandising. 

(3) The problem of group buying. 

(4) The need for more careful mer- 
chandise selection. The 
talk by Walter Hoving, execu- 
tive vice president, R. H. 
Macy & Co., Inc., that 
stressed this problem, is re- 
produced in this issue of the 
JouRNAL. 





BRAND DUPLICATION 

The matter of duplicating brands on 
the part of retail grocers has been in- 
vestigated by the Milwaukee Journal. 
The results of this study are disclosed 
in the table on page 14 which is re- 
produced in an editorial, commenting 
on the findings, in Modern Merchant and 
Grocery World. 


This table indicates that for most 
classifications of grocery products the 
majority of sales are made in three brands 
although an average (median) of 48 
brands per classification was found in 
all stores investigated . For instance, in 
the case of tea, the first item on the list, 
64.49 per cent of customers were buying 
one brand, 13.15 per cent a second 
brand, and 3.65 per cent a third. A 
total of 81.29 per cent of customers were 
buying 3 brands, leaving only 18.71 per 
cent buying 74 other brands. In the case 
of laundry soap, out of a total of 30 
brands 3 satisfied all but 3.88 per cent of 
the customers. 

Of the 30 classifications listed there 
are 21 cases where over two thirds of 
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BRANDS PREFERRED BY CUSTOMERS 


NO. OF PREFERRED 
BRANDS % 
, Prey Peres Corie a 77 64.49 
Comet Goals... 5.0 ..06505/ 808 62.43 
Pancake flour............ 25 62.32 
Canned milk............. 37 61.20 
A ane 36 60.47 
Laundry soap............- 30 60.37 
ere 162 57.80 
BI ae ape ciearsvecess 53 56.01 
Baking powder........... 31 52.44 
BR is codesesngsctsase 58 51.85 
Washing powder......... 44 48.63 
Packaged cheese.......... 19 44.76 
Salad dressing............ 38 44.20 
Toilet soap..........+++. 96 43.57 
Wheat breakfast foods.... 16 41.28 
Soap flakes............... 35 41.03 
WE Ss cae Seecteee. 40 39.28 
| MN rey tree 52 37.72 
Pe siys Sassanid sey 6os4as 47 34.83 
Miscellaneous cleaners..... 42 31.49 
EEE Ash ov sc5 «0525 sxe 110 16.75 
Canned vegetables........ 297 16.47 
errr eee 28 57.61 
Toilet paper..........0+6. 313 56.34 
BE. bw kdi ews ccesevenes 234 41.06 
| rere eee 46 32.§2 
Pipe tobacco............. 68 29.77 
Spring waters............ 21 24.80 
Malt syrup.............-- §1 22.41 
GUNN. sane cbs eves cecnse 102 21.88 


the public bought 3 brands, and a 
majority of customers are satisfied with 
1 of 3 brands in 27 of the 30 classifi- 
cations. 

Although the average number of 
brands carried in each store is not in- 
dicated, this study gives added evidence 
to the contention that the major need 
in the retailing of staple and con- 
venience goods is the limitation of the 
number of brands carried. Fewer brands 
not only mean larger turnover with a 
more productive capital investment, but 


SECOND THIRD ALL OTHER BRANDS 
% % % 
13.15 3.65 18.71 
7-74 6.03 23.80 
21.74 6.37 9-57 
18.05 11.24 9.51 
21.§2 6.22 11.79 
19.31 16.44 3.88 
6.73 3.63 31.84 
30.07 2.73 11.19 
19.96 17.56 10.04 
20.61 8.42 19.12 
14.06 13.67 23.64 
20.36 12.28 22.60 
26.72 15.29 13.79 
25.67 10.47 20.29 
25.99 18.03 14.70 
20.97 20.87 17.23 
26.46 8.18 26.08 
34.58 9.03 18.67 
24.41 13.53 27.23 
26.55 18.56 23.40 
14.42 11.13 57-70 
10.78 10.48 62.27 
25.65 7.87 8.87 
2.05 2.05 39.56 
10.31 9.15 39.48 
13.16 7-92 46.40 
13.04 II.O1 46.18 
17.10 14.50 43.60 
20.73 12.50 44.36 
14.47 10.00 53-65 


also more rather then fewer satisfied 
customers. If many brands are carried, 
stock control is difficult and the store is 
likely often to be out of the goods in 
most demand. With a few brands in 
each classification, it is possible always 
to maintain a sufficient stock on hand. 
In attempting to cater to the exceptional 
customer, many stores are failing to 
cater to the average customer by not 
having on hand continually a sufficient 
supply of the fast-moving goods. 
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Advertising and Publicity Division 





Merchandising Through the Windows 


O. C. MacLzop 


A recent survey of the retail stores of an entire city revealed that 
faulty window display was one of the chief weaknesses and also 
an important reason for the town's losing trade to a near-by city. 
Mr. MacLeod explains the type of careful planning that the 


successful window requires. 


ain merchandise in 
store windows will create more 
sales than any other form of advertising. 
This is naturally so because it is at the 
point of sale; it is actually seen, and 
that fact is far more convincing than 
the best worded newspaper ‘“‘ad’’ that 
could be written. 

It is frequently stated that this is the 
age of specialists. This is particularly 
true in the field of display work. Win- 
dow-display space is extremely valuable 
and store owners ate beginning to 
realize the necessity for engaging ex- 
perts in order to get the greatest value 
out of their window and store space. 

Just as individuals are judged by their 
appearance, so windows are looked 
upon as an index to the character of the 
store. The display must create a de- 
sire to purchase where none may have 
existed—the public does need prod- 
ding—as well as assure the potential 
purchaser of a certain definite article 
that this is the place to secure it. 


Modern Trends in Display 
Overcrowding of windows is a serious 
fault with many of our stores today. 
Windows should not be turned into 
stockrooms. No one passing a window 


will stop and look unless the items dis- 
played are so arranged that they stand 
out attractively and have “‘human 
appeal.’’ The better type of shop does 
not crowd its windows with mer- 
chandise, and the poorer type of shop 
will raise its standard by following 
the lead of the former in this regard. 

The ‘‘unit’’ idea of display has been 
generally adopted as the most at- 
tractive and satisfactory from a sales 
standpoint. ‘‘Unit’’ displays are con- 
structed by arranging each group of 
allied articles together harmoniously 
as to color and relationship. In the 
case of men’s and women’s wearing 
apparel, a ‘‘unit’’ would consist of 
each item which would be worn by a 
well-dressed person at any one time. 
It will be seen that by this method of 
display a great many departments of 
the store can be represented in the 
window at the same time. 

The public has become educated to 
the better type of window displays. 
It is no longer necessary to show all 
the different styles and designs that 
are carried in stock. That idea of win- 
dow display has passed; it belonged 
with the hoop-skirt and gaslight age. 
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The public has never been as color- 
conscious as it is today. Everything 
has color, life, and beauty. Therefore, 
the success of window displays de- 
pends on the ability of the display 
director to blend color, both in the 
merchandise itself and in the lighting 
used in the window to illuminate the 
display. Even though the merchan- 
dise is of the smartest style and the 
finest quality, if the color is poor, it 
will not appeal—nor will it sell. 
Color comes first—then style. The 
buying public is becoming more edu- 
cated to the use of color in the home, 
in furniture, rugs, house furnishings, 
wall coverings, as well as in all types 
of wearing apparel. 


Window-Display Backgrounds 


The background of the display win- 
dow also plays a very important part. 
Any background, no matter how it is 
built, what the material or style, is a 
failure utterly if it overshadows the 
merchandise on display in the window. 
Expensive and elaborate backgrounds 
are unnecessary. The background 
which helps to sell the most mer- 
chandise and gives the best effect, is 
the one which is simple in line, neutral 
in color or a color-contrast, dull in 
finish, and not elaborate in design. 


Stores are not selling backgrounds, 
they are selling merchandise. Ornate 
backgrounds defeat the purpose for 
which they were built. They detract 
from the goods on display and are 
heavy and cheap in effect. There is no 
one type of background which will be 
correct for every kind of merchandise; 
therefore, if an inexpensive one is in- 
stalled, the shop owner will feel that 
he can afford to have a number of 


changes, and this will add one hundred 
per cent to the attractiveness of his 
displays. The changes will create the 
atmosphere needed to set off the dif- 
ferent types and colors of the mer- 
chandise shown in his windows. 


Lighting the Window 

Some articles of merchandise need 
dark- and some light-colored back- 
grounds; some need outdoor settings 
or room interiors in order to place 
them in the proper surroundings, and 
thereby make them more attractive. 
Well-lighted windows are a great asset 
to any store. Very many store win- 
dows are either under- or over-illumi- 
nated, with valances poorly arranged, 
or made of the wrong type of material, 
allowing the light to illuminate the 
sidewalk. Proper lighting is so ar- 
ranged that it does not become a strain 
on the eyes of the passer-by and at the 
same time “‘throws out’’ the merchan- 
dise distinctly and clearly. 


All lamps, reflectors, and different 
types of lighting equipment should be 
concealed, so that they cannot be seen 
from the street. Indirect lighting is 
the only satisfactory method of il- 
luminating windows, counter, and dis- 
play cases. This method gives the even 
distribution of light throughout the 
display. Eighty per cent of all stores 
have valances which ‘“‘look nice’’ but 
do not serve the purpose for which they 
were designed. A valance is for one 
purpose only; to confine the lighting 
to the merchandise in the window or 
display space. The material from 
which the valance is made must be 
opaque so that no light whatsoever 
can be seen through it. 
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When it comes to colored lighting, 
the greatest care must be exercised. 
No color lighting should be used when 
it in any way distorts or changes the 
color of the merchandise on display. 

Floors and floor coverings should 
be dark in color in order to make the 
light merchandise ‘‘stand out,’’ and 
light in color for dark merchandise. 
Plain, neutral colors should be selected 
to obtain the best results: Floors and 
their coverings must be just as carefully 
selected as the backgrounds. The pur- 
pose of the display is to sell the mer- 
chandise; therefore, nothing should 
be used in the window—backgrounds, 
fixtures, floors, or floor coverings— 
which will in any way interfere with 
the merchandise, or detract from it. 

The Display Director 

There are not many store windows 
today that have been properly con- 
structed, from the standpoint of the 
display director. It is therefore grati- 
fying to observe that the modern idea 
is to call in the window-display expert 
to consult with the builder before con- 
struction is started, in regard to the 
size of windows, entrances, posts, col- 
umns, height of the windows, electric 
outlets, provision for overhead, side, 
and foot lighting, etc. 

Naturally store owners themselves 
cannot be expected to know every 
angle of this tremendously important 
subject of merchandising displays. But 
the wise owner will enlist the services 
of a display expert to whom he can 
safely entrust this important depart- 
ment of his business and feel assured 
that his organization is receiving the 
proper counsel and guidance in the use 
of its very valuable windows, show- 
cases, and counter space. 


The window-display department 
must be a sales-producing department. 
The display director must have a thor- 
ough knowledge of merchandise, its 
uses, style trends, color, and so on and 
be farsighted enough to be able to plan 
his work at least six months in ad- 
vance. He must know the market and 
sources of supply in order to be in a 
position to secure the appropriate 
display materials at the right price. 

The display director should make a 
tour of inspection of the various de- 
partments three or four times a week 
to inspect the new merchandise as it 
comes in, and be ever on the alert for 
new items which can be advantageously 
displayed in the windows and the in- 
terior of the store. In addition to what 
has already been mentioned, the dis- 
play director must be an authority on 
the matter of lighting, color, back- 
grounds, textiles and fabrics, fixtures, 
arrangement and selection of mer- 
chandise. He myst know how to 
create attractive seasonable displays, 
booths, exhibits, showroom presenta- 
tions, department displays, and smart 
displays for the store interior. 

The necessity for having a thor- 
oughly experienced and trained man 
at the head of the display department 
cannot be too strongly emphasized. 
A poorly equipped, incompetent man 
in this position can be the means of 
causing irreparable damage to the 
store’s reputation. The day is not far 
distant when store owners will require 
that their display-department personnel 
have special training in some recog- 
nized school or university. 

Window display can be used as a 
simple and complete method in itself 
of marketing any product, independent 
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of all other forms of advertising. The 
public requires prodding, not only to 
create in it new wants, but actually 
to induce it to buy the goods it really 
needs. There is no doubt whatever that 
the proper type of window display 
will make for greater sales. 





FASHION TRAINING AT THE 
AMOS PARRISH CLINIC 

The increasing style consciousness of 
American women is reflected in the 
demand by store executives for per- 
sons in the organization who have 
definite and sound ideas in merchan- 
dising and promoting fashion mer- 
chandise. This demand gave Amos 
Parrish his idea two years ago of a 
Fashion Clinic at which intensive 
training could be given people in the 
fundamentals of merchandising fashion 
departments, as well as current au- 
thentic information on the next season's 
styles. 

The clinic has been operated three 
times, August, 1928, January, 1929, and 
August, 1929. Sixty people attended 
the first, one hundred eighty-eight the 
second, three hundred sixty-four the 
third, and plans are being made to 
accommodate over five hundred for 
the fourth clinic next January. At the 
August clinic stores in 107 Cities were 
represented; stores in thirty-five states, 
the District of Columbia, and three 
Canadian provinces. This point is 
interesting in showing the tacit ac- 
knowledgment on the part of those 
attending that facts on fashion are 
fundamental, and know no geographic 
limitation in this country. 

Amos Parrish maintains a Paris bu- 
reau, as well as a large New York or- 
ganization, that is excellentiy equipped 


to make thorough presentation of the 
subject. The ‘“‘students’’ from the 
stores are enrolled, seated at benches, 
given notebooks for recording the 
high lights of the lectures, and exam- 
ined at the end of the four-day session. 

After three-and-a-half days of in- 
tensive study of fashion merchan- 
dising, promotion, and the forecast 
for the next season in ready-to-wear, 
accessory, and home-furnishing de- 
partments, recommendations as follows 
are made regarding the procedure of 
putting to use the information derived 
from the clinic: 

That every buyer make a detailed buy- 
ing plan before going to market, using 
as a basis for this plan: (1) his stock- 
control records; (2) his fashionist’s 
reports; (3) an analysis of his own 
stock; (4) his markdown records; and 
(5) consultation with his merchandise 
manager and salespeople. 

That the advertising department check 
each fashion advertisement before it is 
run, to be sure these facts are told: 
what the fashion is, the silhouette (or 
lines), the materials, colors, price, 
when and how worn (or used), sizes, 
price range. 

That definite fashion-training methods 
be worked out for salespeople, based 
upon (1) meetings, (2) bulletins, G) 
fact cards and informative price tickets. 

That the store's fashion displays be 
constantly checked to see they get 
over (1) the idea of the store’s alert- 
ness; (2) that its fashions are right; 
(3) that its prices are right; and (4) 
that they arouse a desire for the goods. 

That the store's display cards be fre- 
quently reviewed from the standpoint 
of (1) complete fashion facts, (2) men- 
tion of specific prices, (3) uniformity 
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in color, (4) brevity, (5) complete- 
ness, (6) good lettering. They can 
well be written by the advertising 
department or at least censored by it. 

That the fashionist’s duties be definitely 
outlined on paper, and include: 

(A) Working with the merchandise 
division by (1) helping establish the 
store’s fashion policy, if it hasn't one 
already; (2) preparing seasonal fore- 
casts; (3) preparing weekly follow-ups 
on this forecast; and (4) analyzing 
stocks periodically from a fashion 
standpoint. 


(B) Helping the sales division by (1) 
helping keep the advertising depart- 
ment posted on fashions; (2) working 
with fashion shows; (3) editing fashion 
display cards. 

On their return home, several stores 
require the returning ‘‘students’’ to 
hold classes in the store to spread the 
gospel to buyers, assistants, and sales- 
people. Thus a most thorough dis- 
semination of fashion information takes 
place, and the clinic is responsible for 
an ever widening influence throughout 
the country. 


Accounting and Control Division 





Purchase Control 


THeopore H. BRAUNSCHWEIGER 


Most large stores maintain some sort of ‘‘ open-to-buy' system 

but few adjust the** open-to-buy’’ weekly to take care of changing 

conditions. This article shows how the dollar-control records 
may be tied into the actual buying operations. 


— are beginning to realize that 
one of the biggest factors which 
determines their success or failure is 
the proper planning and control of 
purchases. Plans and budgets have 
been common for some time, but in 
most cases there has been little or no 
system of follow-up to assure the 
proper execution of the plan. The 
barometer which tells the probable 
outcome of the planned operations is 
commonly known as ‘‘open-to-buy,”’ 
and the red flag is the figure which 
shows the department ‘‘overbought.”’ 
The basic principles and mathematical 
calculations involved are very simple. 
Perhaps that is the reason that less 


thought has been given to the ac- 
curacy of the ‘‘open-to-buy’’ report 
than is usually given to the formulation 
of the plan itself. However, simple as 
it may seem, the ‘‘open-to-buy”’ report 
may be interpreted to show the condi- 
tion of stocks as well as to show the 
amount of purchases that should be 
made for the period. It is in the sense 
of what to buy as well as how much to 
buy that the subject will be considered. 


“Open-to-Buy” Formula 
If the ‘‘open-to-buy”’ figures are to be 
tied up with all other stock records, 
it is essential that the figures be ac- 
curate. This can best be done by 
making a recapitulation of the figures 
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each week. The formula is simple: 
planned sales + planned markdowns + 
planned stock at the end of the month 
— stock on hand — outstanding orders 
= “‘open-to-buy."’ For example: the 
planned sales for the month are $10,000, 
the planned markdowns are $500, the 
planned end-of-month stock is $20,000, 
the stock on hand at the beginning of 
the month is $20,000, and the out- 
standing orders for the month are $3,000 
at retail. The ‘‘open-to-buy’’ would 
be computed as follows: 


Planned sales $10,000 


Planned markdowns 500 











Planned stock—end-of-month 20,000 
Total stock required $30,500 
Stock on hand 20,000 
Planned purchases $10,500 
Outstanding orders $3,000 
Open-to-buy $7,500 


If the sales and markdowns are 
planned by weeks, the same formula 
may be used at the beginning of each 
week to show the “‘open-to-buy’’ for 
the balance of the month. For ex- 
ample: Assume that the sales were 
planned evenly at $2,500 each week, 
the markdowns likewise at $125 each 
week, that the stock on hand at the 
end of the first week was $21,000, and 
the outstanding orders amounted to 
$4,500 at retail. The ‘‘open-to-buy”’ 
report would look as follows: 


Planned sales—balance of month $7,500 
Planned markdowns—balance of month 375 











Planned stock—end-of-month 20,000 
Total stock required $27,875 
Stock on hand 21,000 
Planned purchases 6,875 
Outstanding orders 4,500 
Open-to-buy $ 2,375 


Weekly “Recaps” 

The object of the weekly ‘“‘recap’’ is to 
show the exact relationship between 
the actual stock and the planned stock 
in connection with planned sales and 
outstanding orders. If the orders, as 
they are placed, are deducted from this 
recapped figure, the result will be a 
reliable ‘‘open-to-buy’’ at all times. 
Many stores figure ‘‘open-to-buy"’ only 
at the beginning of the month and use 
this as a figure from which to deduct 
orders placed all through the month. 
Under this method, it is necessary to 
make frequent adjustments for varia- 
tions in sales, cancellations of orders, 
returns to manufacturers, etc. Even 
in a small store this method is inac- 
curate, and, as the end of the month 
approaches when the ‘“‘open-to-buy”’ 
figure is most important, it is found to 
be the least reliable. The time taken 
to make the weekly recaps is well paid 
for in the assurance that the ‘‘open-to- 
buy’’ figure is an accurate guide to 
bringing about the proper relationship 
between stocks and sales. 

Up to this point the ‘‘open-to-buy”’ 
report has been considered as being 
based on retail figures only. Many 
stores, however, prefer to show the 
outstanding order and ‘‘open-to-buy”’ 
figures at cost, so it might be well to 
see what effect this would have upon 
the calculations. The planned figures 
being at retail, the planned purchases 
would be derived in the same manner 
as before (planned sales + planned 
markdowns + planned end-of-month 
stock — actual stock on hand). This 
‘‘planned-purchase”’ figure would then 
be reduced to cost, by multiplying by 
the complement of the initial mark-up, 
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so that when the outstanding orders 
were deducted the result would be the 
amount open-to-buy at cost. Using 
the figures in the first example and as- 
suming the initial mark-up to be 40 
per cent, the ‘“‘open-to-buy’’ report 
would appear as follows: 











Planned sales $10,000 
Planned markdowns 500 
Planned stock—end-of-month 20,000 
Total stock required $30,500 

Stock on hand 20,000 
Planned purchases—retail $10,500 
Planned purchases—cost 6,300 

Outstanding orders at cost 1,800 
Open-to-buy at cost 4,500 

Markdown Planning 


It may be in order at this point to 
insert a thought regarding the planning 
of markdowns. It is obvious that some 
consideration must be given to mark- 
downs in the ‘“‘open-to-buy’’ report 
if the planned stock figure is to be 
realized at the end of each month. 
However, some stores do not like to 
hold the planned markdown figure 
before the buyer as a goal to shoot at. 
The contention is that markdowns 
should be taken on the merits of each 
individual case, and should not be 
encouraged or discouraged because of 
planned figures. If the ‘‘open-to-buy”’ 
figure is reported at cost, this problem 
of taking markdowns into account 
without actually planning them can be 
handled very simply by using the 
maintained mark-up percentage, instead 
of the initial mark-up percentage, to 
reduce the ‘‘planned purchases’ from 
retail to cost. To illustrate, take the 
figures used in the preceding example: 
If the average markdowns for the year 


were 5 per cent, and the initial mark-up 
was 40 per cent, the maintained 
mark-up would be 37 per cent and the 
“open-to-buy’’ report would appear 
as follows: 


| 








Planned sales | $10,000 
Planned stock—end-of-month 20,000 
Total stock required $30,000 

Stock on hand 20,000 
Planned purchases—tetail $10,000 
Planned purchases—cost 6,300 

Outstanding orders at cost 1,800 
Open-to-buy at cost | $ 4,500 


Note that the result is exactly the 
same, and no attention has been fo- 
cused on markdowns. The writer oes 
not wish to imply that one method is 
better than the jother, but simply 
wishes to bring put the point that 
markdowns should be considered in 
some way in making an accurate cal- 
culation of the “‘open-to-buy.”” If the 
management desires to plan markdowns 
for the purpose of controlling them, it 
can be done separately without having 
them enter into; the ‘“‘open-to-buy”’ 
calculations, excepting as they are re- 
flected in the taintained mark-up 
percentage. The Jatter method sim- 
plifies the figuring of the weekly recaps, 
and produces almost the same results. 
The only differences would arise when 
the actual markdowns for a period vary 
considerably from the average for the 
year, and this would adjust itself 
through the stock figure on the ‘‘open- 
to-buy"’ report each week. 


Relation to Unit Control 
An ‘“‘open-to-buy”’ report, worked 
up as described, ican be used by the 
management as ah accurate indication 


| 
| 
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of how the department has been oper- 
ating, and whether it is following out 
the plans originally approved. To the 
merchandise manager and buyer it 
should mean even more—it should 
guide them in planning their future 
purchases. It is not sufficient, however, 
for the buyer to know how much he 
should buy—he must also know what 
to buy. To determine this he should 
be assisted by some system of unit con- 
trol. The correlation of ‘‘open-to- 
buy’’ with some such system is the 
next problem. 

Any system of stock records which 
will assist the buyer in breaking down 
the total ‘‘open-to-buy’’ into smaller 
amounts for different classes of mer- 
chandise is of considerable value. The 
system and its application will differ 
in some respects for different lines of 
merchandise. The principles as applied 
to planning of purchases in order to con- 
form to the ‘‘open-to-buy,’’ however, 
are near enough alike so that two ex- 
amples will suffice to explain the point. 


“Open-to-Buy” by Price Lines 

Ready-to-wear is perhaps subject to 
most careful control, due to the style 
factor involved. Unit control has 
proved more applicable to this line of 
merchandise than to any other. Unit 
records are kept according to prices, 
size, style, and color, but in forming 
purchasing plans the buyer resorts 
mostly to price-line information in the 
more general classes. It is logical, 
therefore, that the total ‘‘open-to- 
buy’’ for the ready-to-wear depart- 
ments be broken down into price lines. 
From the unit-control records it can 
be determined how many units were 
sold and how many were carried in 


Stocks 


stock at the various prices. 
on hand and present trends should be 
considered in planning the quantities 
to be purchased in the various price 
lines. If the plan is carefully worked 
out the total purchases planned should 
equal approximately the total ‘‘open- 
to-buy’’ for the department. As orders 
are placed they should be deducted 
from the ‘‘open-to-buy’’ amount of 
each particular price line. The total 
should be checked frequently, and 
revisions made in the various price 
lines whenever conditions warrant 
them. A plan such as this might be 
termed an ‘‘operating budget.” 


“Open-to-Buy”’ by Classifications 

A similar type of control may be set up 
in departments where figures are avail- 
able by classifications. The buyer of a 
department should be as much con- 
cerned in maintaining the proper re- 
lationship between stocks and sales in 
each class of merchandise in his de- 
partment as the merchandise manager 
is concerned in the net-profit showing 
of each of his departments. A careful 
analysis of stocks and sales in each 
class will determine the buying plans, 
and these plans should be adhered to 
if the department expects to keep 
within its budget. The assistance 
which it offers in planning purchases is 
undoubtedly the greatest justification 
for keeping records according to classi- 
fication in so many departments of the 
best organized stores. 

Scientific planning of purchases and 
close follow-up through accurate 
‘‘open-to-buy"’ reports will do more 
than any other single factor towards 
bringing departments, or even a store, 
out of the losing group into the list 
of profit makers. 
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STOCK-SALES RATIOS FOR 
THE FALL SEASON 


In January of 1928, the Bureau of 
Business Research of the University 
of Michigan published the study of 
Professor Carl N. Schmalz on ‘‘Stand- 
ard Departmental Stock-Sales Ratios 
for Department Stores,’’ covering ratios 
of the spring season for the entire store 
and for 14 departments. This year, a 
second volume, covering the ratios for 
the fall season, has been issued. 


These ratios represent the average 
ratios that have been found to exist 
between monthly sales and first-of-the- 
month stocks. There is a different ratio 
for different volumes of planned busi- 
ness because it has been found that the 
larger the sales, the higher should be 
the stock turn; that is, the lower the 
stock-sales ratio. The data used in 
determining these ratios were obtained 
from the monthly sales and stock 
records of 37 stores for 1927 and 1925. 


Not only does the combination of 
the two studies give ratios for every 
month of the year, but the new one 
also makes suggestions for the use of 
these ratios in actual practice. The 
Bureau recognizes that its “‘standard”’ 
ratios are not ideal ratios for every 
store to ‘‘shoot at.’’ Some stores may 
get lower ratios consistently. Sug- 
gestions are made for adjusting the 
published ratios to make them useful 
to the individual store. 


While the mathematical calculations 
by which these ratios are derived can 
be followed only by the statistician, 
the account of conclusions reached 
regarding fundamental stock-sales re- 
lationships will well warrant the 


careful study of every merchandise 
manager; and if jrightly interpreted 
the published ratios will be one valu- 
able index in chetking the adequacy 
of actual — stocks. 


A more complet discussion of thes¢ 
stock-sales ratios i; to be found in the 
July and October,’ 1928, issues of the 
JouRNAL OF RETAILING. 

} 


{ 


ae pare 
1930 CENSUS OF 
DISTRIBUTION 


Although Congress has authorized a 
census of distribution in 1930, funds 
will not be available until the Decem- 
ber session passes the Deficiency Ap- 
propriation Bill. | The scope of the 
census is indicated by the fact that a 
million and a half; stores are to be used 
as sources of information. 


‘ aa 
The important bjectives of the cen- 
sus as summed up by Mr. F. M. Feiker, 
chairman of the advisory committee are: 


1. To-provide a statistical picture or 
count of the nurnber of distributors, 
classified as to class, as to size, as to 
number of employees, and as to the 
volume of business. 

2. A count and classification by 
establishments of the volume of sales 
in various commodities to be classified 
by commodities, by geographical units, 
by volume of sales, etc. 

3. The use of the statistics briefly 
summarized above for establishing mar- 
ket possibilities and sales quotas both 
by groups of producers or by individual 
producers. 

4. A consideration of the use of 
distribution statistics by trade asso- 
ciations. 
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5. The use of the statistics by the 
individual distributor or producer who 
seeks to make comparison between his 
own volume of business and the volume 
of business in the group. 

6. The use of these statistics by 
social or economic groups which are 
studying such matters as living costs, 
housing costs, etc.! 

The census is to include all retail 
stores (1) occupying physical space, 
(2) being in continuous operation, and 
(3) selling commodities. Service es- 
tablishments such as barber shops and 
laundries are not to be included in the 
census. The distribution of consumer 
goods by wholesalers and manufac- 
turers’ wholesale branches, however, 
is to be included. ‘‘In leaving out 
commission agents, manufacturers’ 


1 Retail Ledger, XXIII, 3, First August Issue, 1929, p. 1. 


agents, and merchandise brokers it is 
understood that . . . the omission of 
these firms in the census of distribution 
is to be recognized as a deficiency to 
be remedied in later censuses,’’ ac- 
cording to a resolution adopted by the 
committee. 

The census will be taken in two sec- 
tions. The first section is a short 
questionnaire covering those points to 
which stores can give an immediate 
answer. The second section which 
will be left with the retailer for the 
filling in of more detailed statistics 
will be called for by the interviewer 
at some later time. 

The fact that the bureau has divided 
stores into 98 classifications is indica- 
tive of the difficulties encountered in 
taking a census. However, it is worth 
a great effort to procure such statistical 
data as a guide in merchandising. 


Personnel and M anagement Division 





Evaluation of Services to Customers 


Balancing of service features against service costs can be accom- 

plished more carefully by an analysis of the extent of service 

other stores render and the extent of services customers desire. 
Two recent studies throw considerable light on this problem. 


peg Statistics, showing the 
extent of services offered by de- 
partment stores, and those services 
which are being discontinued, have 
been compiled by Alice W. Trumbull for 
a master of arts thesis at Tufts College. 
The results of a similar study, based 


on information from consumers, have 


been published in the January, 1928, 
issue of the JouRNAL OF RETAILING. 

Miss Trumbull’s survey is based on 
information acquired from g1 stores 
spread throughout the country. Un- 
fortunately, stores of widely different 
sales volume have been used, so that 
these statistics must be interpreted 
discriminately. 
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THE GREAT AMERICAN PUBLIC-SERVICE INSTITUTION 


The services offered by stores in the 
order of frequency are as follows: 


Public telephone 


Per cent of stores reporting 


100 


Parcel checkroom 97 
Lost and found room 96 
Shopping assistance gz 
Free delivery 50 


Waiting room 
Gift suggestion 


Mail-order department 
Telephone-order department 
Accommodation bureau 
Barber shop 

Restaurant 

Post office 

Hospital 

Radio department 

Bus service 
Shoe-shining stand 
Silent room 
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Parking garage 31 
Concerts and exhibits 30 
Public library branch 23 
Nursery 19 
Telephone and cable office 19 
Store chemist 9 
Wireless station 7 


Diversity of Services 

An idea of the diversity of services 
offered by department stores is shown 
by the following list: lunch counter, 
express travel bureau, check cashing, 
lay-away system without deposit, clinic 
and nurse, nurse in infants’ department, 
tire shop service station, shoe-repair 
department, public stenographer, no- 
tary public, chiropodist, Saturday chil- 
dren's theater, gift wrapping, interior 
decorators, smoking rooms, real es- 
tate, cutting and fitting service, fashion 
magazine, delivery to parked cars, per- 
sonal shopping, theater tickets, 
circulating library, art-needlework in- 
struction, gas-bill cashier, express 
money orders, travelers’ checks, um- 
brella checking, hairdressing, budget 
adviser, glove cleaning, beauty shop, 
jewelry repairs, toy psychologist, style 
adviser, dressmaking instruction, golf 
practice net, road information, want- 
ad desk, bus-and-train information, 
theater bulletin, and hostess service. 

Four of the 91 stores have discontin- 
ued having a post office available for 
use by customers. Two have discon- 
tinued a nursery; two, restaurant; 
two, radio department; two, shoe 
shining; and two, tour planning. It is 
noteworthy that post offices are being 


dropped, as this service is generally 
regarded by customers as one of the 
most important, according to the sur- 
vey cited in the JourNAL oF RETAILING. 

The reasons for discontinuing services 
are grouped as follows: 


Expense, 11 stores 

Lack of space, 9 stores 

Lack of demand, 8 stores 
Organization difficulty, 5 stores 


In concluding her study, the author 
says: “The foregoing leads us to the 
recognition of the fact that the service 
question is a changing matter, as are 
other activities. We have seen that 
there has been a tendency for certain 
activities to grow away from their 
simple service characteristics. In the 
case of the restaurants and barber 
shops, they are increasing from mere 
accommodations to true merchandising 
functions.” 





DISTRIBUTION OF STORE 
PERSONNEL 
A summary of 17 modern men’s wear 
stores shows their percentage of per- 
sonnel distribution as follows, accord- 
ing to the Amos Parrish Magazine: 


Selling 43.1% 
Total nonselling 56.9 
Executives 2.9 
Buying 5-7 
Office 21.3 
Receiving and stockroom oy 
Shipping and delivery 4.6 
Tailor shop 12.1 
Miscellaneous 8.6 
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RETAILING IN THE UNIVERSITIES 


A New School of Merchandising 

A School of Merchandising has been 
opened this fall by the University of 
Southern California in Los Angeles. 
The director is Mr. William D. Mori- 
arty, well-known professor of eco- 
nomics, and author of Economics of 
Marketing and Advertising. 

Not only have business interests 
underwritten for a five-year period a 
substantial part of the School's sup- 
port but they have, through a group 
of advisory boards, one composed 
wholly of retailers, co6perated in plan- 
ning a curriculum, extensive in scope 
and thorough in its combination of 
college study, university research, and 
application in actual business practice. 
The school offers courses in four 
divisions of merchandising—retailing, 
advertising, wholesaling, and mar- 
keting—that lead at the end of a four- 
year period to the degree of bachelor 
of science in merchandising. 

The first two years are devoted 
largely to cultural courses and the last 
two largely to merchandising in its 
various aspects. 

Students majoring in retailing have 
junior- and senior-year courses in such 
subjects as retail publicity, financial 
Organization and control, retail buy- 
ing, store service, sales promotion, 
merchandising, and management prob- 
lems. 

During their college work students 
are required to take the course in ap- 
prenticeship, which involves practical 
work in some store. This practical 
work takes each student into a series 


of departments in the store, provides 
for college supervision of the work, 
and requires written reports from each 
student. Evening seminars are planned 
to supplement this apprenticeship work 
in retail stores, while a summer course 
between the junior and senior years 
will enable students to secure full 
semester credits for their four-year 
college course and degree. 


At the end of the sophomore year, 
students will be asked to choose the 
division—retailing, advertising, or mar- 
keting—in which they will major 
for first-hand experience, while uni- 
versity co6rdinators see that students 
interpret this practical work in a con- 
structive manner as a preparation for 
business life. The school will also 
provide evening classes for those who 
are employed during the day. 


The members of the faculty in addi- 
tion to W. D. Moriarty are Paul W. 
Ivey, William E. Koch, J. Harvey 
Tregoe, I. A. Nagley, Ellis S. Fulton, 
Florence May Morse, and Ada C. 
Holme. 


With this addition, there are now 
five schools that make it possible for 
the student to major in retailing. The 
first to be established was the Prince 
Schooi for Store Service Education in 
Boston. Others are the Research Bureau 
for Retail Training of the University of 
Pittsburgh, Ohio State University, and 
the New York University School of 
Retailing. 

There are also a great many colleges 
and universities offering courses in 
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retailing and merchandising. Retailing on the curricula as an essential course 


instruction is no longer in the experi- 
mental stage. It has earned recognition 


tomorrow. 


School of Retailing Graduates Find Jobs 
The positions held by the graduates of last June from the School of Retailing 


are indicated below: 


NAME 
G. Lowry Anderson 


Henry J. Angelbeck 
Ingla C. Black 


Ida Ruth Bogen 
Vera Bowen 


Hsi-Yu Chao 


Kathryn Helena Freeman 
Julius Hanock Goldberg 
Helene M. Goldstein 
Herbert E. Gordon 
Mabel E. Hanson 


Lee C. Hazen 

Raymond Alman Horton 
Gertrude H. Huen 

Ada Burkett Johnson 
Felcon Kaufmann 

M. Catherine Locke 
Ebba Lundgren 

Helen Marshall 

B. Franklin Miller 


Lillian Helen Murphy 
Kenneth Lu Vern Richards 


Charles H. Rideout 
Preston Robinson 


Else Ruste 
Elmer O. Schaller 


Gertrude H. Sykes 


Lawrence A. Thomas 
Charles M. Whitlo 


jos ORGANIZATION 
Sales Promotion Manager J. Nichols Co., 
Ford Dealer 
Controller’s Office Stern Brothers 
Comparison Shopper Daniels & Fisher 


Stores Co. 
Assistant to Advertising Franklin Shops 
Manager 
Assistant Buyer of Neck- 
wear and Scarts 


Student 


The Namm Store 


Graduate School of 
Business Adminis- 
tration, New York 
University 

Assistant Buyer of Hosiery The Namm Store 

Field Representative Sears, Roebuck & Co. 

Head of Stock of Stationery Stern Brothers 

College-Training Group J. L. Hudson Co. 

Junior and Misses Coats and J. L. Hudson Co. 
Dresses 


Assistant to Manager J. C. Penney Co. 


Credit Department Hahne & Co. 

At Home 

At Home 

Assistant Manager Boot and Shoe Store 
Stylist Marting Bros. 
Selling L. Bamberger & Co. 


Supervisor in Unit Control James McCreery & Co. 
Assistant to Research Direc- Gimbel Bros., Inc. 
tor, Central Office 
Assistant Training Director James A. Hearn & Son 
Assistant to the Secretary, Retail Dry Goods 
Supply Manager's Division Association 
Assistant to Basement Lamson Bros. Co. 
Merchandise Manager 
Instructor in Merchandising New York University 
School of Retailing 
Teacher of Retailing 
Instructor in Merchandising New York University 
School of Retailing 


Instructor in Retailing Rochester Athenaeum 


in the training of the retail leaders of 


cITY 
Springville, Utah 


New York City 
Denver, Colorado 


Hempstead, L. I. 
Brooklyn, N. Y. 


New York City 


Brooklyn, N. Y. 
Chicago, Illinois 
New York City 
Detroit, Michigan 
Detroit, Michigan 


Shreveport, La. 
Newark, N. J. 
New York City 
New York City 
San Francisco, Cal. 
Portsmouth, Ohio 
Newark, N. J. 
New York City 
New York City 


New York City 
New York City 


Toledo, Ohio 


New York City 


Elizabeth High School Elizabeth, N. J. 


New York City 


Rochester, N. Y. 


& Mechanics Institute 


Employment Department The Namm Store 


Brooklyn, N. Y. 
Glenburn, N. D. 
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School of Retailing Expands 

The New York University School of 
Retailing opened for its tenth year on 
September 18. Eighty-three day-divi- 
sion students registered, forty-eight of 
whom are college graduates. Fifty 
students have been placed in store 
service where they will receive practical 
retail training. 


Although registration in the night 
division is not completed, to date there 
are 729 Class enrollments. It is expected 
the enrollment, when completed, will 
exceed that of last year by twenty 
per cent. 

“Color, Line, and Design,"’ “‘Research 
and Planning,’’ and “‘Styling,”’ the 
three new courses offered this term 
in the night division, are well filled. 


New Books on Retailing 


A list of the more significant books and sizable studies in 
retailing, published during 1928 and 1929, are briefly reviewed 


below. 


A more complete list of standard retailing books has been com- 
piled by the faculty of the NewYork University School of Retailing. 
The number of books has been limited to 4 are A revised 


edition of this ‘‘Ten-Foot Book Shelf on 


etatling’’ will be 


sent free on request by the New York University School of Re- 
tailing, Washington Square East, New York City. 


Anverson, V. V., Psychiatry in Industry. New 
York, Harper & Brothers, 1929. 


This most excellent study of work failures, ex- 
ecutive selection, scientific placement, and guid- 
ance and job surveys is written by the director 
of medical research at R. H. Macy & Co., Inc., 
of New York City. Since Psychiatry in Industry 
is the application of mental-hygiene principles to 
employee-behavior problems, and the results 
achieved, it is of unusual interest to physicians 
and psychologists; to business executives; to 
personnel people; and to students in medicine, 


_ psychiatry, psychology, and personnel work. 


Batpwin, WitiiaMm H., The Shopping Book. New 

York; The Macmillan Company, 1929. 

Which shall I buy for our library, a chenille 
rug or a Wilton? Such a question may arise in any 
housewife’s mind. Through pleasing and clever 
advertising, her interest in both rugs has been 
aroused. But due to lack of knowledge of the 
characteristics of each item of merchandise and 
the qualities which are best suited to her needs, 
she may buy blindly. 


The Shooping Book answers the above question 
and other similar ones. Accordingly, it should be 
an invaluable guide to a housewife in making 
wise judgements in purchasing. Facts concerning 
the following merchandise are given: floor cover- 
ings, furniture, house furnishings, china and 
glassware, silverware, watches and jewelry, 
leather goods and luggage, textiles, wearing ap- 
parel, toilet preparations and package groceries. 

This book may well be used also by store-train- 
ing departments and instructors in schools and 
colleges as an aid in presenting selling points of 
textiles and nontextiles to salespeople and 
students. 

The book contains an introduction by Jesse 
Isador Straus, president of R. H. Macy & Co., Inc., 
which store furnished many of the facts presented. 


Bartiett, Joun T., and Reep, CHaries M., 
Retail Credit Practice. New York: Harper and 
Brothers, 1928. 


This book treats the principles and methods of 
retail credit as found in operation in the stores. 











30 JOURNAL OF RETAILING 


It can be read with interest and value by retail- 
credit managers as well as by students of retail 
credit. 


Brisco, Norris A., Retail Credit Procedure. New 


York: Prentice Hall, 1929. 


This authentic text, written in codperation 
with the Associated Retail Credit men of New 
York City, discusses recent changes in methods 
made by outstanding retail establishments, 
changes which succeeded in cutting down the 
percentage of losses and which have increased the 
number of accounts. It presents on the basis of 
actual experience the valuable discovery of how 
retailers can successfully handle every phase of 
retail credit. 


Davis, Roy J., The Application of Piece Control to the 
Merchandising of Men's Clothing, Bureau of Busi- 
ness Research, Ohio State University, 1928. 


Sixty unit stores, chain stores, and department 
stores in Ohio served as sources of information 
concerning unit control of men’s clothing. A 
rather complete discussion of such factors as the 
requirements of the system, advantages and dis- 
advantages of various plans, cost of operation, and 
employees required is included in the survey. 
Special attention is given to the fact that stores 
often fail to use information available in a piece- 
control system. 


Donovan, Frances, The Saleslady. Chicago: Uni- 
versity of Chicago Press, 1929. 


Miss Donovan, in writing a sequel to The Woman 
Whe Waits, has chosen to conduct social research 
from the point of view of a salesgirl in metro- 
politan department stores. By profession, Miss 
Donovan is a teacher. Her job is to advise 
girls who are looking for jobs. In order to discover 
the conditions of work, remuneration, and the 
desirability of being a salesgirl, Miss Donovan 
came to New York with only twenty-five dollars. 
First she secured a part-time position in the New 
York City “‘Elroy’s’’ department store selling 
Marvelle dresses. She resigned to work in the 
bag department of ‘‘Herald’s Fifth Avenue.”’ 
The real names of the stores can easily be guessed. 

The interesting conversational style of this book 
makes it most readable. Besides its value as a hu- 
morous autobiography, it is valuable in that it 
disproves the criticism that department stores 
are undesirable places in which to work. 


Greene, James A., Organized Training in Business. 

New York: Harper and Brothers, 1929. 

On a basis of study of the operation of various 
training programs, the author has enumerated the 
factors to be considered in determining the need 
of training, the kind of organization required 
to carry out the plan, the methods and devices 
of presenting subject matter, and the installation, 
maintenance, and evaluation of the work. 

This book can be highly recommended as a text 
for students of personnel work and is especially 
good for an executive new to the personnel field, 
whose job it is to plan a training program. 

While the book considers the problem of train- 
ing from the standpoint of business in general, the 
principles are applicable to the retail store and 
the appendix includes programs for the training of 
salespeople, stockpeople, and junior executives. 


Grinsteap, L. H., Extent of Returns, Merchandise 
Returns in Department Stores, Bureau of Business 
Research, Ohio State University, 1928. 


This report on the extent of returns in Ohio 
stores is the second of a series. The first survey 
determining the causes of returns gained wide 
publicity in leading trade papers. This report 
includes procedure in handling returns, relation 
between sales and returns, and policies to reduce 
them. 


Kocn, Wituiam E., Methods of Retail Management, 
New York, McGraw-Hill Book Co., Inc., 1929. 


Without long technical dissertations, the author 
of this book has covered the more important 
phases of retail management. This very fact, 
however, probably makes it less valuable as a 
source of detailed information to either students 
of retailing or to the larger department stores. 
Ic is of value, however, to the mass of smaller 
merchants. 


Report or Commitrez, Psgrsonnet Group, 
National Retail Dry Goods Association, Scope 
of Trasning for Retasl Store Service. Washington, 
D. C.: Federal Board for Vocational Education 
(number misc. 1012) 1929. 


The scope of training, as set forth in this report 
is presented under the following sections: (1) 
the training problems and the present training 
program, (2) agencies which are available for 
dealing with the training problem, (3) training 
for leadership, and (4) informational and educa- 
tional agencies and devices. 
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Editorial 


Loss-Leaders 


At the Second Annual Convention of 
the National Chain Store Association, 
held in Chicago late in September, Mr. 
W. T. Grant, chairman of the board of 
the W. T. Grant Company, urged the 
convention members to abolish the 
system of sales without profit. He 
believes that such a move will be as 
far reaching as was the adoption of 
the one-price policy a generation ago. 

Style changes and depreciation are 
always legitimate reasons for selling 
goods below cost, but Mr. Grant at- 
tacks loss-leaders that attempt to 
attract business by underselling and 
that make up the loss on other goods. 
He estimates that the losses through 
profitless selling in this country ammount 
to from 3 to § billion dollars a 
year. This loss has to be borne by 
other goods that are sold at a profit, if 
dealers are to continue in business. 
Mr. Grant gives the foliowing as his 
experience: 

‘We have found in our own company 
that it is a poor policy to get a reputa- 
tion for giving something that we 
cannot afford to continue. In the early 
part of our company’s history, we used 
sensational values at the opening of a 
new store, so that sometimes the police 
were required to keep back the crowds. 
We attracted the least desirable type 
of trade and the stores were so jammed 
that business was almost stopped. 

“What was the result? We had 
created a reputation for selling certain 
merchandise that could not always be 
bought again at the same price. This 
tended to spoil the business in our 


regular lines which we could have sold 
cheaper if we had not lost money on 
our specials. It spoiled the customer's 
appreciation of normal merchandise. 
This actually hurt our business. It was 
a blatant attempt to make the public 
think we were giving greater values 
than we really were. In plain words, 
it was just pure faking. Furthermore, 
our actual experience is that the 
greatest sales records in our history 
have been made with relatively few 
loss-leaders. 

“Our experience is that in stores 
where we have hard sledding, we have 
poured in specials and so affected our 
profits that we have shown a greater 
net loss with no added reputation. 
As soon as our selling without profit 
ceased, our trade resumed its former 
volume.” 

If the chain stores will take a de- 
cided stand on this pernicious practice, 
other types of stores are likely to fall 
in line because independents have often 
blamed the chains for forcing them to 
cut prices below costs. 

The big argument in defence of loss- 
leaders is that the loss incurred is 
akin to publicity expense. It costs 
money to attract patronage and there 
are two directions in which this ex- 
penditure may be made. A store may 
spend perhaps $10,000 to advertise and 
to give a variety of services that at- 
tract patronage or it may offer a special 
stock of goods at $10,000 less than it 
cost, this cost including not only the 
amount paid the manufacturer but 
also the additional direct expense in- 
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volved in handling the special mer- 
chandise. If the cost of promotion by 
means of cut prices is equal or less than 
the cost of promotion by other means, 
the regular goods do not have to be 
marked higher than they would be 
otherwise. It is not necessarily true, 
then, that loss-leaders result in higher 
prices on other goods. 

Thus runs the argument for loss- 
leaders. It is open to two serious ob- 
jections. First, even if the loss is ad- 
mitted to be a form of publicity, it is 
probably a wasteful and expensive 
form. A loss-leader cannot actually 
replace other forms of publicity. To a 
large extent, the loss is an addition to 
regular publicity and service features. 
Nor does the loss-leader cost have the 
effectiveness of other publicity. It 
brings in customers but many believe 
that it is increasingly becoming a 
failure in selling regular goods—and 
the sale of regular goods is the very 
aim of this distorted type of publicity. 
Discriminating customers are learning 
to buy the specials and pass up the 
regular goods. Loss-leaders, then, are 
more and more adding to the prices of 
other goods. When they fail to sell 
these other goods in large quantities, 
they add to the cost of store operation 
rather than act merely as a substitute 
for publicity and service costs. 

Second, loss-leaders have an effect on 
market prices that other types of pub- 
licity do not have. They distort cus- 
tomers’ sense of values so that they 
expect to obtain goods habitually at a 
price below cost. Certain classes of 
goods are notoriously unprofitable to 
most retailers and also to theit manu- 
facturers largely because the _loss- 


leader practice has resulted in cus- 
tomary market prices that are un- 
profitable. 

Again, loss-leaders act as a boom- 
erang. In a toilet-goods department, 
soap may be sold at less than cost to 
attract trade, but in retaliation com- 
petitors sell lotions, toothpaste, and 
other articles below cost, and the first 
store feels forced to meet their prices. 
Prices in many lines, then, are likely 
to be brought below profitable levels 
every time one store offers a loss-leader. 
The so-called publicity cost at once 
skyrockets and a large proportion of a 
department's sales yield no profit. As 
Mr. Grant points out, this competition 
overruns different classes of stores. 
The grocery stores sell cigarettes at a 
loss, the cigar stores sell razors at cut 
prices, and the drug stores retaliate by 
selling towels at a loss, to the detriment 
of the department store. The depart- 
ment store cuts the price of groceries 
and the cycle is complete. The grocer 
who sold cigarettes as a publicity stunt 
finds his most active grocery lines now 
subject to the loss-leader blight. Every- 
body loses, except the customer, and 
there is no decrease in publicity and 
store expenses. And even the customer 
is soon called on to make up for the loss 
caused by this competition by paying 
high prices for the items that have 
not been cut. 

The biggest argument for legal price 
maintenance is this proclivity on the 
part of retailers to offer loss-leaders. 
The best way for them to avoid the 
threat of the price-maintenance advo- 
cates is to follow the lead of Mr. Grant 
and eliminate loss-leaders as a mer- 


chandising policy. 
J. W. W. 











